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2 KEY ECONOMIC INDICATORS: SPAIN 


Exchange rate as of April 5, 1972 
All values in million U.S. § 
unless otherwise stated. U.S. $1.00 = 64.431 pesetas, 
Data for end of period unless otherwise indicated. (Table calculated on basis of 


U.S. $1.00 = 64.47 pesetas), 
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A 8 c D E 
ITEM 1970 ‘1971 1. Change ve : 197t-93°?89 sane ) 
1970-71 (B/A) scant eaath) Periodedate 1971 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices A/ 35,024.3 30,446,2(Est.) +12.6 NA, NA, 
GNP at Constant 1964 “Prices A/ 24,743.3  26,054.7(Est.) + 5.3 NA. NA. 
Per Capita GNP, Current Prices A/ 1,047.7 1,168.3(Est.) 11.5 NA, NLA, 
Indices (monthly averages): 
Industrial Production (1962 = 100)(1/72) B/ 233.4 242.7 + 4.0 266,5 +16,2 
Labor Productivity (1962 = 100) @/ 211.9 218.7 + 3.2 NA, NA, 
Wages (1967 = 100) B/ 139.4 158.4 +13.6 NA, NA. 
Investment in Plant & Equipment(1962=100) 
b/s «214.5 214.9 + 0.2 NLA, NA, 
Electric Power Consumption (1963-100) (1/72) 7.1 254.4 9.1 301.4 . 8.6 
Retail Sales-Dept Stores (1963-100)(2/74) 
E 366.0 461.1 +26.0 609.9 +313 
Employment (1000 persons) 0/ ~~ ‘12, 748.0 12,888,0 +11 NLA, NLA, 
Avg. Unemployment Rate (2/72) E/ 1.4 1.9 - 2.0 - 
Steel Prod, (1000 tons) (2/72) F/ 7,388.0 8,025.0 + 8.6 1,278 +10.0 
Cement Sales (1000 tons) 0/ 16,595.0 17, 148.0 + 3,3 NLA, NLA, 
New Car Registrations (Units) (2/72) E/ 399, 184 433,067 + 8.5 70,376 +12.2 
MONEY AND PRICES 
Money Supply (1/72) €&/ 11,478.1 14, 194.9 +23,7 13, 184, 1 +23.0 
Private Bank Credit (2772) &/ 16,251.9  19,383,4 +19,3 19, 363.6 +19.6 
Public Debt Outstanding G/ 5, 732.8 NLA, NLA, NA, NLA, 
External Debt G/ ? 989,8 NLA, NA, NLA, NA, 
External Debt Service Ratio H/ 2.42 NLA. - NLA, - 
Central Bank Discount Rate (3/72) b/ 6.5% 52 ° 5% ° 
Indices (as of end of period 
Cost of Living (1968-100) (3 3/72) E/ 111.9 122.7 +9,7 123.9 + 8.5 
Wholesale Prices (1955=100) (2/72) E/ 205.9 233.0 8.4 227.7 2 
BALANCE OF PAYMENTS AND TRADE 
Official Reserves (3/72) E/ 1, 730.2 3, 192.0 +84,5 3,592.3 +788 
BOP-Surplus/Deficit (3/72) E/ 813.0 1,400.0 (Est.) +358.8(Est.) 
Balance of Trade (3/72) If #2 563.2 2, 199.4 o14,2 - 642.0 +27,0 
Exports, FOB (3/72) 1/- 2,592.3 3,190.5 +23,1 990, 1 +29,4 
U.S. Share 1/ 14,12 15.3% ° 17,32 ° 
Imports, CIF (3772) 1/ 5, 155.5 5,289.9 + 4,5 1,632.1 +28.4 
U.S. Share 8/ 18.9% 15,52 - 16.2% . 


Sources: A/ "Spanish National Accounts 1970", Instituto Nacional de Estadistica (1.N.E,); B/ "Statistical Monthly 
Bulletin", I.N.E., Jan-Feb, 1972; C/ "industrial Production Statistics", Servicio Sindical de Estadistica,Dec. 1971; 

0/ "Monthly Bulletin", Bank of Spain, March 1972; E/ "indicadores de Coyuntura", |.N.E., March 1972; F/*Inforne del 
Ministerio de Industria, 1971"; G/ "Informacion Estadistica, 1970", Ministry of Finance; t/os te fermanten Estadistica 
1970", Ministry of Finance, (Methodological Note: as percent of moet of goods and services, ) / "Informe Mensual 
Sobre Comercio Exterior", Ministry of Finance. 














Main imports from U.S. (§ million) (1971): Tobacco $28.4; Coal $67.5; Soy Beans $175.1; Organic Chemicals $40.6; 
Scrap Metal and Ships $47.5. Main exports to U.S. ($ million) (1971); Canned vegetables $55.7; petroleum Products 
$17.7; Leather Goods $22.7; Shoes $134.4 (calculated at 64.47 to 1 exchange rate). 
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Summary 


Cyclical forces have been the characteristic feature of the 
Spanish economy over the past year. Economic activity bottomed 
out about mid-1971, from which point a slow recovery began that 
accelerated more rapidly in the first months of 1972. The 
annual cumulative statistics for 1971 represent a below-normal 
year for growth and clearly define the principal underlying 
problem as being inflation. This not encouraging picture 
becomes more optimistic when analyzing the early 1972 data, 
which, projected forward, suggest a GNP growth rate of at least 
1% above last year's approximate 5% and an inflationary rate of 
perhaps a couple of points below 1971's record near-10%. 


The outstanding aspect throughout last year and into this was 
the external sector, exports and tourism growing at a rapid 

rate, and with them international reserves. This strong 

reserve position led Spain to maintain the parity of the peseta 
with gold in the aftermath of the Smithsonian Monetary Agreement, 
effecting thereby a revaluation of 8.57% in relation to the 
dollar. 


Spain is engaged in an active campaign to adjust its up-til-now 
successful Preferential Agreement with the EEC. While this 
adjustment effort stems mainly from the potential trade damage 
it will suffer as a result of the expansion of the Market to 
ten members, Spain would like a wider-ranging and more profound 
negotiation. The economics of the situation strongly influence 
this Spanish drive to link more closely to the Community. 


U.S. exports to Spain have picked up in the last couple of 
months and point to a projected approximate $200 million 
increase in 1972. The currency adjustment may be playing a 
role in this favorable development, which is welcome after a 
disappointing decline in 1971. 


A large steel mill with sizeable U.S.-investor participation 

has been authorized by the Government of Spain for construction 
in Sagunto. Scheduled to be at least 13 years abuilding, the 
total investment, it is said, will eventually reach $2.1 billion. 


U.S. investment in Spain represents some 31% of total authorized 
foreign investment according to fairly long-term official 
statistics. This makes the U.S. the leading foreign investor 

in Spain, although last year it had dropped to second place 
after Germany. In any case, foreign investment is far from 
being a dominant force on the Spanish scene. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


1971 - A Year of Mixed Results 


On analyzing the data for 1971 of the Spanish economy one is 
struck by the mixture of positive and negative indicators. The 
OECD report on the economy of Spain perhaps best summarizes the 
situation. It noted that economic growth was below the level 
registered in the recent past and that there was a lesser utili- 
zation of productive capacity. It highlighted the spectacular 
increase in the exports of goods and services, which, when taken 
together with the slackening import demand and a growth in 
capital transfers, produced a record favorable balance of payments. 
The third salient point noted in the OECD report was the sharp 
increase in consumer prices and significant wage increases in the 
face of a stagnant domestic demand situation. 


On balance and in short, it is clear that 1971 could not be clas- 
sified as a relatively good one, economically speaking. Most 
discerning interpreters of the economic indicators would agree 
that during much of the year the Spanish economy was in a reces- 
sive phase that began in 1970 and which only began to abate some 
time in the second half of 1971 when certain indicators began to 
signal an upturn, By the end of the year the recessive phase 
seemed definitely over and the "reactivation" of the economy 
underway. Undoubtedly helping on the lagging domestic demand 
side was a series of measures the Government undertook during the 
second half of 1971 aimed at stimulating the economy. These ex- 
pansionary steps included sharply increased public sector spending, 
and an investment tax credit program. 


Despite the limitations of analyzing data on a calendar-year basis 
- business cycles do not neatly follow calendar-year timeframes - 
one must stop and take measure of how things looked in terms of 
cumulative statistics at the end of the year. The numerical 
litany, therefore, begins with mention of the year's leading 
problem, i.e.,the 9.7% annual increase in the cost of living index- 
Food prices alone rose 12.5%. These annual rates of increase are 
the highest recorded in Spain since 1964. Salaries increased on 
the order of 13-14%. The industrial production index grew only 
4.0% as compared to the average of 10.5% for the past five years. 
Investment in plant and equipment also lagged with its growth 
being only 0.2% for 1971 as compared with oe for 1970. Imports 
also grew at a lesser rate, being up only 4.5% as compared to the 
9.9% average for the past five years. The Gross National Product 
grew in real terms by about 5%, somewhat below the 6.8% of the 
previous year and the 6.6% average annual growth over the past 
five years. Fortunately the agricultural sector had an excep- 
tionally good year, being up 6% (compared to 1970's 3% growth), 








compensating thereby for an unusually low growth of 3.6% in 
the industrial sector on a national accounts basis. 


Counterbalancing somewhat for these relatively unfavorable 
comparisons was the performance of the external sector. 
Exports increased 23.1% in 1971, and the approximately 27 
million tourists earned Spain about 2 billion dollars in 
foreign exchange. As a result of these two developments plus 
the sizable remittances from Spanish workers abroad and the 
substantial short and long-term capital transfers, Spanish 
international reserves reached an all-time high of 3.2 billion 
dollars at the end of the year. 


First Quarter 1972 - More Signs of "Reactivation" 


Signs that the economy was reactivating became more clearly 
evidenced during the first quarter of 1972. Among these good 
omens is industrial production, which, according to a recent 
government statement, was up 17% during the first quarter of 
1972 compared with the same months in 1971. The Ministry of 
Industry survey of the manufacturing sector conducted in March 
reflected a much more optimistic view of things than had gener- 
ally been the case last year. The order backlog is the highest 
since mid-1970, when the recession began. Production forecasts 
unqualifiedly point to much higher levels. The stock market 

is up a solid 17% since the beginning of the year. These are 
the opinions and forecasts of the practical businessmen. 


Imports during the first three months of 1972 were up 28.4% 

over the same period last year, which is the highest rate of 
increase since mid-1969 and is immeasurably superior than the 
1.8% increase registered in the first three months of last year 
when the recession was in full swing. This healthy import demand 
is interpreted to be a good sign in a developing economy such as 
Spain's. 


Continuing the trends observed throughout last year, exports 
were up 29.4% during the first quarter, receipts from tourism 
grew 33%, and international reserves reached the record level 
of 3.6 billion dollars by the end of March 1972. This level of 
reserves is sufficient to cover 8-1/2 months of exports as com- 
pared to the five months coverage possible one year ago. 


Reflecting the expansionary policies of the government, public 
sector capital investment during the first quarter of 1971 was 
19.1 billion pesetas which represents a 40% increase over 
previous year's first quarter. Prices rose only about 1% during 
the first quarter of 1972 although the full impact of this 
increase took place in only one month, March. 


1972 Forecast - Should be Better than 1971 


Looking ahead, it may be said with some certainty that 1972 
will be a better year than 1971, and a year of good growth 
that could be extended into 1973. A real increase in the 

GNP in the range of 6-6.3% is a realizable goal for 1972 
(compared to the 5% growth in 1971). A very favorable 
balance of payments situation should facilitate a fairly 
long-term expansion of the economy. The most serious problem 
in 1972 will continue to be the increase in prices, but even 
here the 9.7% record of 1971 should be better. The highest 
estimate is that it could be 8.5% for 1972, however, it could 
be as low as 6-7%. 


Private investment should register a substantial increase 
which could signify a 12-15% increase in monetary terms in 
gross formation of capital. Projected increases in imports 
for 1972 range from 16 to 18%, but this could be on the low 
side considering the record to date and the volume of pending 
import license applications. A 15% wage increase would not 
seem unlikely in 1972, slightly above the 1971 rate of increase. 
The 23% increase in exports in 1971 will not in all likelihood 
be maintained throughout 1972 due, at least in part, to the 
resurgent domestic demand situation; a Ministry of Finance 
forecast indicates a rather conservative 16% increase. 
However, the first quarter 1972 increase has so far been 
29.4%, so that it is probable that this forecast will be 
exceeded. Tourism foreign exchange receipts should be up on 
the order of 15%. 


While agricultural production rose over 6% in 1971, in 1972 a 
3% increase would seem more likely. The gross industrial 
product is estimated by the Ministry of Finance to have a growth 
probability of 7.5% to 8.2% for 1972. The same source predicts 
a current account favorable balance on the order of 700 million 
dollars, which would derive from a projected $1.9 billion 

trade balance deficit, inflows from services (of which tourism 
is the most important component) of $1.8 billion, and remittances 
from workers of $0.8 billion. Long term capital inflows are 
projected to be no less than 300 to 400 million dollars, so 

that a basic balance of payments surplus on the order of one 
billion dollars is possible in 1972. 


All these estimates and projections, we are assured, are 
conservative. However, they are highly extrapolated and should 
not be overly relied upon. A similar exercise one year ago 
overestimated the actual performance in 1971 by a considerable 
margin, reaffirming the well-known fact that economic fore- 
casting is a most imprecise art. 








Spain, the EEC, and the U.S. 


Whither the Spain-Common Market Relationship. One of the 
principal recurring themes appearing in the economic (and 
sometimes political) pages of the Spanish press over the past 
months has been the evolution of the relationship of Spain 
with the European Economic Community. Giving this attention 
special impetus has been the expansion of the Community from 
six to ten members and the repercussions this will have for 
Spain. The problems foreseen stem mainly from the fact that 
Great Britain, a major customer for Spanish agricultural prod- 
ucts, will be protected by higher tariff barrier to agricultural 
imports when it enters the Market January 1, 1973 than has 
previously been the case. It has been said, however, that the 
first concrete effects of the gradual tariff adjustments in- 
volved will first begin to be felt in January 1974. 


Counterbalancing this somewhat is the reverse situation for 
Spanish manufactures, which will encounter the lower EEC tariff 
once the UK enters the Community. On the other hand, various 

of Spain's competitors' products will gain entrance into the UK 
market under more advantageous conditions than Spain due to their 
position in the EEC, as in the case of Italian shoes, or because 
of their more favorable preferential agreements with it, as in 
the case of the Moroccan citrus products. 


Recognizing that the net effect of the Market expansion on 
Spain will be negative, and responding to an active Government 
of Spain campaign to do so, the EEC is working on a mandate for 
a formal negotiation with the Spanish. The purpose of these 
negotiations would be to readjust the preferential agreement 
between the two parties to take into account the damage to 
Spain's trade caused by the expansion. Tentatively scheduled 
for the second quarter of 1972, these discussions will probably 
concentrate on agricultural commodities and could be limited 

to the addition of products to the commodity lists receiving 
preferential tariff treatment and the varying of the percent- 
ages of tariff reductions accorded Spanish products imported 
into the Community, or altering the timing at which the tariff 
reductions enter into force. 


Spanish sources indicate that they would prefer a broader 
negotiation that would move into areas far beyond the simple 
retuning of the existent preferential agreement mechanism. 
What they are saying is that the entire relationship with the 
Community needs a review in depth with the goal that a closer 
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integration or association with the Community be achieved. 
What is implicit in this is that the present vague language 
in the Spain-EEC Agreement, which says nothing about a date 
for the formation of a customs union or free trade area, be 
made more specific. This, incidentally, happens to be the 
point over which the U.S. raised a complaint in the GATT in 
October, 1971, maintaining that by remaining unspecific on 
this issue the Spain-EEC Agreement contravenes the rules set 
out in the General Agreement on Tariffs and Trade. 


Remaining in the background of all these discussions, which 
tend to emphasize the economic-commercial aspects of the 
relationship, is the political question. This latter con- 
sideration however may be the most important determinant of 

the future development of a closer linkage between Spain and 
the EEC. Representing the sentiments of many in the EEC 
governments, who must approve any closer relationship with 
Spain, Sicco Mansholt, President of the EEC Commission, 
recently provided perspective by saying "I would be happy to 
welcome the early entry of Spain into the European Economic 
Community because it would signify, in effect, that it had 
acquired democratic institutions", The Spanish answer to this 
is that there is nothing in the Treaty of Rome, which established 
the EEC, that would serve as a "juridical" basis to exclude 
Spain from the Community. The final decision, however, rests 
with the politically established EEC governments, many of which 
are influenced by or are themselves of a social-democratic 
orientation and therefore somewhat estranged by the idea of 

any closer association with the present government of Spain. 


Economic Basis for Spain's ees EEC Policy. The concrete 
economic reasons for Spain's policy of following a course aimed 
at integration with the expanded Community becomes clear when 
one analyzes the pertinent foreign trade statistics. The EEC 
six absorbed 37 percent of Spain's exports in 1971, and the 
EFTA, which, in part if not eventually in whole, will be linked 
to the Community, took 17 percent. On the import side, the 

EEC provided 33 percent, and the EFTA 16 percent of the goods 
entering Spain. Summing the value of exports and imports, 51 
percent of Spain's foreign trade in 1971 was with the EEC-EFTA. 
To aim policy at developing the relationship with this market 
would seem only logical and it is therefore of the highest 
priority to government planners and decision-makers. By way 

of comparison, 15 percent of Spain's two-way trade in 1971 

was with the U.S. For Spain to direct its trade policy toward 
development of the latter relationship at the expense of the 
former would not. seem logical. If the time comes for such a 
policy choice, then, the U.S. would not logically seem destined 
to be the beneficiary. 
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Data Infers Preferential Agreement Beneficial to Spain but 
not injurious to Other Trattn Partners on Overall Basis. 

e overa effect o e Spain- referentia reement on 
the direction of Spanish trade and market shares 
may be measured by comparing the first full calendar year 
during which it operated, 1971, with the first full previous 
calendar year when it was not operative, 1969 (the agreement 
became effective in October 1970). The results of such a data 
comparison show that the share of Spain's total exports 
destined to the EEC rose from 31.5 percent in 1969 to 37.1 
percent in 1971. On the other hand the agreement appears not 
to have favored the EEC as a supplier to the Spanish market 
since in the pre-agreement period of 1969 the EEC provided 
34.7 percent of Spain's imports, which share dropped to 32.7 
percent in 1971. 


Another way of looking at the data to evaluate the agreement's 
effect is to compare relative rates of trade growth. Spain's 
exports to the EEC in 1971 increased 26.6 percent, whereas its 
total exports grew by a lesser 23.1 percent in the same year. 
Imports from the EEC suffered by comparison with the record 
for total import growth, the former rising only 3.9 percent 

as compared to 4.5 percent for the latter. The conclusion to 
be drawn from these data is that the Preferential Agreement 
has apparently benefitted Spain's trade balance position with 
the EEC, and has not reduced the share of Spain's imports from 
the rest of the world. Quite the contrary, since the latter 
grew to a 67.3 percent share in 1971 from 65.3 percent in 1969. 
Injury to the total trade of the group of non-EEC nations 
exporting to Spain deriving from the Spain-EEC Agreement cannot 
therefore be deduced from these data. 


On the other hand, an analysis of the U.S. share of Spanish 
imports shows a drop from 17.2% in 1969 to 15.5% in 1971. 
Whether this decline was due to the Spain-EEC Preferential 
Agreement or other unrelated factors is not entirely clear. 
What is known is that after the Agreement became effective, 
the other non-EEC trading partners managed to gain ground 
while the U.S. lost some. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Peseta Maintains Parity with Gold and Revalues in Relation to 
the Dollar. 


Following the Smithsonian Agreement of the Group of 10, the 
Government of Spain announced on December 23, 1971 that it 
would maintain the parity of the peseta with gold. This 
signified that the peseta had appreciated with respect to the 
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dollar by 8.57%. As a result, the old official peseta-dollar 

parity of 70 to 1 was effectively changed to the new IMF 
‘central rate" of 64.47 to 1. Given the new fluctuation 

band of 2.25% on either side of parity, the peseta will be 
able to oscillate between 65.93 and 63.03 to the dollar. 

While initially the commercial bank-to-client (divisa) rate 
was fixed at the extreme end of the permissible fluctuation 
F5-. to 2) thereby reflecting the minimum possible revaluation, 
t has recently come to rest around the middle of the band 

at the "central rate". 


The official government announcement on the gold parity 
decision was accompanied by the statement that this decision 
was motivated by "the state of the Spanish economy, the level 
of reserves and perspectives for the balance of payments." 

It is also true that excessively large inflows of short term 
funds or "hot money" clearly indicated the undervalued nature 
of the peseta in terms of the international money market. 

To have revalued by any lesser amount in respect to the dollar 
would only have abetted this undesirable tendency. While it 
clearly complemented the international monetary policy of 

the U.S., it also suited the Spanish to do so in terms of their 
own economic equilibrium. It was not, however, an easy 
decision for the Spanish to arrive at because the more Spain 
revalued its currency in relation to the dollar the more 

it disadvantaged its exporters, and export expansion is a 
prime policy objective of the Spanish Government. 


U.S. Exports to Spa Improving After Bad Year - Currency 

es Possible Positive Contributo actor, 
The U.S. share of the Spanish import market, after trending 
downward from 17.5% to 11.5% over the period of March 1971 
to January 1972, picked up significantly to 18.3% in February 
and 18.5% in March. While monthly data of this type can be 
misleading, there does seem to be a trend reversal that might 
possibly be, at least in part, the result of the new currency 
relationships. As mentioned earlier, the peseta has revalued 
in relation to the dollar, which should theoretically give 
U.S. exports a competitive advantage. While the trade 
effects of such an exchange rate change take some time to be 
felt, the peseta had been floating for four months before 
its formal revaluation in December, so that it has con- 
ceivably had an opportunity to have influenced in the recent 
turn for the better by the U.S. share. By way of longer 
term perspective, U.S. market share for the past eight years 


averages out at 16.9%, whereas the first quarter stands at 
16.2%; the 1971 share was 15.5%. 








In absolute terms, the first quarter 1972 U.S. sales to Spain 
are at the $244 million mark as compared to $195 million for 
first quarter 1971, a healthy 25% increase. If this rate of 
increase is maintained through the year, it would signify a 
$193 million increase in U.S. exports to Spain in 1972. This 
is not far from an earlier Embassy estimate based on more 
elaborate (but not necessarily more accurate) macroeconomic 
projections for a $205 million U.S. export increase, In 
either case, the general magnitude is similar and both point 
to a significantly favorable year for the sale of U.S. products, 
which should approach the $1 billion level by year's end. It 
will also contrast greatly with the distinctly bad year of 
1971 when U.S. sales to Spain dropped $125 million. 


Largest eae Private Investment in Spain's yee Sagunto 
Stee oncession Awarde eDe ee oin enture, 

The Government of Spain has awarded a concession for a $2.1 
billion integrated steel mill to Altos Hornos del Mediterr&neo. 
This joint venture company is one in which United States Steel 
has, directly and indirectly, a 25% interest. The Spanish 
firm Altos Hornos de Vizcaya and six Spanish banks are also 
participants in the project which is located at Sagunto, an 
ancient Roman city on Spain's Mediterranean coast 200 miles 
southwest of Barcelona. The massive project, reportedly the 
largest in Spain's history, will be installed in several stages. 
A one million ton/year cold rolling and finishing mill is 
scheduled for completion in 1975 and an electrolytic tinplate 
operation in 1976. Following this, two phases of a basic steel 


mill complex, each phase rated at 3 million tons/year, would be 
completed over the periods 1977/79 and 1979/81. 


Obviously the magnitude of the enterprise will generate con- 
siderable trade opportunities for U.S. suppliers even though 
procurement of capital equipment will be limited to those 

items not produced in Spain. Over the long run, however, there 
could be negative trade effects deriving from the fact that the 
government has committed itself to importing no more than 10% 
of its total future steel needs so as to guarantee a domestic 
market for the new plant. Another negative trend that un- 
doubtedly will develop as integrated steel mills increasingly 
dominate the Spanish market will be the decline of the older 
scrap converters which until now have been a good market for 
U.S. scrap ships, iron and steel. In 1971 U.S. exports of 
these commodities amounted to $47.5 million and to $80.5 in 
1970. 





Foreign Investment in Spain - U.S. Share Leads - Small 
Proportional to oize of bscono! 


According to official Government of Spain statistics, U.S. 
investment accounted for 45% (or $13.4 million in absolute 

terms) of all foreign investment authorized during the first 
quarter of 1972. Germany followed with 33% of the total. 

This is a considerable improvement for the U.S. over 1971 

when it dropped to a 15% share ($20.5 million) of total author- 
ized foreign investments and to second place (it has traditionally 
been the leader) after Germany, which had a 21% share. 


The statistical series to which these data pertain shows that 
over the twelve-year period 1960-1971 the U.S. has accounted 
for 31% of the total authorized foreign investment; Switzerland 
is the second ranking country with 21%, and Germany is third 
with 12%. In absolute terms the twelve year total for the U.S. 
is $278 million (at a 70 to 1 exchange rate ). 


It should be noted that these data include only those invest- 
ments wherein the foreign component is in excess of 50% of the 
capital of the enterprise. While it is therefore not a good 
measure of total foreign investment, many investments below 

the 50% criterion being omitted and because it covers only those 
investments authorized in a given time period, it does neverthe- 
less reveal how one country compares relatively with one another. 
As mentioned earlier, over the more representative twelve-year 
period, the U.S. is the leading foreign investor in Spain, but 
its influence is not overwhelmingly predominant, being less than 
one-third of the total. This assumes that no U.S. investment 
entered Spain indirectly through other countries, such as 
Switzerland. Any other assumption would be in the realm of 

the speculative rather than the empirical. 


Unfortunately there are no published data providing the absolute 
amounts of total foreign investment in Spain with a country- 
by-country breakdown. The U.S. Survey of Current Business, 
however, publishes a figure for the "total book value” of U.S. 
investment in Spain, and this was indicated to be $758 million 
as of the end of 1970. If we hypothesize that this represents 
31% of the total (per the authorization share above), then the 
total foreign investment in Spain has an extrapolated "book 
value" of $2,445 million. By way of comparison, total foreign 
direct investment over the period 1960-70, according to Bank 
of Spain statistics, was $1.2 billion. This represented only 
2.3% of total Gross Asset Formation over the same period. 

If we apply the 31% factor then that would signify only 0.7% 
of the Gross Asset Formation was of U.S. origin. 
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Conclusion: The Spanish economy seems clearly in Spanish 
control, popular conception to the contrary and despite 
the perhaps misleading proliferation of non-Spanish brand 
names that abound in Spanish consumer goods advertising. 
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